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TO COUNTY ASSESSORS:

SUMMARY OF PROPOSED LEGISLATION NUMBER 6

In compliance with your Legislative Committee's proposal that you be informed
of the various property tax bills and amendments being proposed in the State
Legislature, we submit to you those measures introduced or amended recently
that have reached our office.

We are including only those bills or constitutional amendments that we feel
are of importance to you as an assessor. Bills concerning the functions

of the tax collector, auditor, and other county or special district officials
will usually be excluded.

Copies of bills and amendments introduced may be obtained by placing orders
' with the Legislative Bill Room (State Capitol, Room 1149, Sacramento, 9581%4).

ASSEMBLY BILLS

No. 7 - Amended February 13, 1978 (First Extraordinary Session)

An act to amend Sections 41814 and 84772 of, and to add Sections 41815
and 84773 to, the Education Code, to amend Section 16113 of, and to repeal
Section 29100.5 of, the Govermment Code, and to amend Sections 219, 17063,
17687, 18161, 23151, 23184, 23186, 23400, 23401, 23501, 24378, and 24833 of,
and to add Sections 17064.8, 17154.5, 18151, 18152, 18153, 18162, and 23401.1
to, and to repeal Sections 6354, 6359.k4, 6395.5, 6383, 6395, 18152, and
18162.5 of, the Revenue and Taxation Code, relating to taxation, making an
appropriation therefor, and declaring the urgency thereof, to take effect
immediately.

Under existing law, 50% of the assessed value of business inventories
is exempt from property taxation. Procedures have been established for com-
puting revenue losses caused by such exemption, and the state reimburses
entities of local government in full for the amount of such losses.

This bill would increase such exemption to 100% of the assessed value
of business inventories for the 1978-79 fiscal year and thereafter.

Under existing law, local agencies receive a subvention from the state
for revenues lost by reason of the exemption of such property through a
continuous appropriation of money from the General Fund to the Controller to
make such subventions. Any increase in such exemption affects the con-
tinuing appropriation.

. This bill would increase the property tax exemption from business
inventories, would affect the subventions to local agencies and would thus
affect the continuing appropriation for such purpose. This bill would also
limit the amount of such state subventions.
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Existing California Sales and Use Tax Law imposes a state sales or use
tax on the sale or use of tangible personal property in the state, unless
such sale or use is exempted from such tax.

Moreover, counties, cities, and certain transit districts are authorized
to impose local sales and use taxes in conformity with the state's taxes.
Exemptions from state sales and use taxes enacted by the Legislature are
automatically incorporated into the local taxes.

This bill would eliminate the exemptions on gold and silver bullion,
certain vending machine items, dry ice for shipping and packing, and certain
cargo containers, presently exempted under the Sales and Use Tax Law, thus
subjecting such items to sales and use tax.

Under existing law, "items of tax preference'" are defined as excess
investment interest, certain deductions for depreciation, depletion allowances,
stock options, capital gains, and reserves for bad debts, as computed for
purposes of the Personal Income Tax Law or the Bank and Corporation Tax Law.
Under such laws, items of tax preference are not included for purposes of
computing the normal taxes, but such items are subject under both laws to
a special minimum tax. Personal income is taxed at graduated rates ranging
from 0.5% to 5.5% of preference income. Bank and corporation preference
income is taxed at 2.5% after a $30,000 exclusion.

This bill would increase the bank and corporation tax rate on preference
income to 4«5 5.125% and eliminate the $30,000 exclusion. The bill would also
add as an "item of tax preference” under both the personal and bank and
corporation tax laws excessive intangible drilling development costs of oil
and gas wells.

Under existing law, a taxpayer is allowed a deduction for the depletion
of mines in computing the regular taxes. The depletion allowance may be based
on either the cost of the property or a percentage of the gross income of the
property.

The depletion allowance is a variable percent of the gross income of
the mines, depending upon the natural resource mined, excluding from such gross
income an amount equal to certain rents and royalties.

This bill would limit the total accumulated depletion allowance from
mines to the adjusted cost of the taxpayer's interest in the property which
is subject to recovery for depletion, except for the first $1,500,000 of
depletion allowance per year.

Existing tax laws permit expenditures for research and experimental
expenditures to be totally deducted in the year in which they were paid or
incurred.

This bill would require that such expenditures be capitalized and the
deduction amortized over a period of years.

Under the California Personal Income Tax Law, specified percentages of
the gains from the disposition of capital assets, as defined, are included
in gross income, for purposes of computing taxable income. Such percentages
are determined according to the length of time such capital asset was owned
by the taxpayer prior to such disposition.
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This bill would revise the method of computing the percentage of gain
or loss from the disposition of capital gains which shall be included in
income, and would authorize certain taxpayers to elect to exclude gain from
the disposition of their residence from income, if the taxpayer owned such
residence for 5 years or more at the time of such disposition.

The provisions of the bill relating to the business inventory and sales
and use tax exemptions would only become operative if the proposed oonstitutional
amendment known as the "Jarvis-Gann Initiative" is rejected by the voters.

The bill would take effect immediately as an urgency statute, but would
specify various operative dates for its provisions.

No. 1531 - Amended February 14, 1978

An act to amend Sections 34080, 54797.2, 54900, 54901, 54902.5, 56009,
56438, 56453, S56LSL, 56456, and 56457 of, to add Section 54902.2 to, and to
repeal Sections 34081 and 56452 of, the Government Code, relating to local
agencies, and declaring the urgency thereof, to take effect immediately.

(1) Existing law contains various provisions which have been super-
seded by more recent enactments relating to the documents required to be
filed regarding incorporations and changes in the boundaries of cities.

. This bill would repeal such existing provisions.

(2) Under existing law, there are occasions when a new district may be
formed without election or by a resolution confirming an order for the
formation of a new district after confirmation by the voters.

This bill would reguire the executive officer of the local agency forma-
tion commission to file a certificate of completion, as specified, with the
county recorder after determining that such district formation is in compliance
with 1ts resolution making such determinations.

(3) Under existing law, when there is a change of boundaries affecting
the tax assessment boundaries of a city or district, as specified, the city
or district is required to prepare a statement of such change and forward it
to the appropriate tax or assessment levying authority.

This bill would modify the contents of such statement and would provide
that filings by the executive officer of the local agency formation commission,
as specified, would satisfy the above requirement.

(4) Under existing law, the organization or reorganization of a district
is complete from the date of filing of the certificate of completion with
the Secretary of State.

This bill would designate the completion date of such organization or
reorganization as the time of the execution of the certificate of completion.

This bill would take effect immediately as an urgency statute.

No. 2085 -~ Amended February 16, 1978
An act to amend Section 2610.5 of the Revenue and Taxation Code,
relating to taxation.
Existing law provides that failure to receive a tax bill from the tax
. collector of each county does not relieve the fee owner from the liability
to pay taxes owned or for penalties.
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This bill would provide that no penalty shall be imposed if the tax

collector does not mail the tax bill to the eerwest address provided on the
tax assessor's roll.

No. 2148 - Amended February 15, 1978

An act to amend Sections 20542 and 20543 of, and to add Seetier Sections
20542,.5 and 20545 to, the Revenue and Taxation Code, relating to property tax
assistance.

Under existing law, the state makes property tax assistance payments to
any qualified homeowner or renter, 62 years of age or older. With respeed
te persens ewaing their hemesy suseh Such assistance is a specified percentage
of the property taxes paid on the first $8,500 of assessed value of their
homes, which is determined according to graduated household income brackets,
and in the case of persons renting their homes, statutory property tax
equivalent deemed to have been paid on such property.

This bill would provide for such payments to be made on a specified
percentage of the property taxes on the first $25,000 of assessed value of
their homes and would require the Franchise Tax Board to annually recompute
such assessed value limit according to growth in assessed valuation and to
recompute the household income brackets and statutory property tax equiv-
alent used in the computation of the percentage of taxes on which such assis- .
tance is based, according to a specified inflation adjustment factor.

SENATE BILLS

No. 1 ~ (First Extraordinary Session)

An act to amend Section 27421 of the Government Code, to amend Sections
253.5, 2264, 2265, 2305, 2306, 2307, 2308, 2309, 2325, 2325.1, 11401, 11403,
17053.5, 47a6ky 17063.1, 17505, 20505, 20542, 20543, and 20544 of, to add
Sections 37, 253.6, L01.6, LO5+2y 1603.5, 2187.5, 2231.1, 2261, 2263, 2268«
6379y 3027234 17062.3, 17062.4, 17063.2, 18162.7, 20505.1 and 20505.2 to, to
add Article 10 (commencing with Section 2350) to Chapter 3 of Part 4 of
Division 1 of, to add Division 3 (commencing with Section 50000) to, and to
repeal Sections 2261, 2262, 2263, 2263.1, 2263.2, 2266, and 2267 of, the
Revenue and Taxation Code, and to amend Sections 11008.4, 12400, and 14150
of the Welfare and Institutions Code, relating to taxation.

Under existing law, all taxable property on the secured roll is subject
to taxation at the same rate, while property on the unsecured roll is
subject to taxation at the rate applied to the secured roll for the prior
fiscal year, and the first $7,000 of the full value of an owner-occupied
dwelling is exempted from taxation.

This bill would provide for the taxation of owner-occupied dwellings at
a different rate than other taxable property.

Existing law limits the maximum property tax rate which may be levied by
local agencies.

This bill would revise the method of computing maximum property tax rates .
so that local agencies shall receive a specified amount of tax revenues,
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reduced by certain reduced costs of specified social service programs.

Existing Gatifernia Sales and Use Tax Law impeses a siate sales er use
tax en the sale or use of iangible persenal preperiy in the siatey nnless
sueh sale o¥ use is exempted from sush itaxr There is ne previsien exempiing
from sueh Hex the sale of er use efy itrailer ceaeches which are used as ithe
prineipal plaee of residenee by ithe purchaser of sush irailer coashs

Merecovery eountiesy eitiesy and the San Franeisece Bay Area Rapid
Prangit Distriet ave autheriged teo impose lesal sales and use Laxes ia
eonformity with the siatels iaxesr Exempiions from siate sates and use
saxes enaeted by the Legislature are aundematiecally incorperated inte ihe
losai faxesr

This biti: wonld exempt Frem siaie and leeal sales and use iaxes are
grogg reoeipis frem eor the sieragey usey or¥ other consumpiien im $his sgiate
ef frailer ecaches whieh are used as the prineipal place of residence by
the purehaser of sueh irailer oeash and whieh aualify for ihe homeewnerls
property tax exempiien and would make the purochaser liable for ithe paymens
of fax measured by the saies prieey ify afier eeriifying in writing $e a
retailer thet sueh trailer comck wenld be used in an exempi mannery the
purchaser uses such irazxler coach for a AcnexeHmp: purpeser

Existing law authorizes a $37 credit against taxes due under the
Personal Income Tax Law for qualified renters. If the amount of the credit
exceeds income tax liability, the excess is paid to the claimant.

This bill would change the amount of the credit or payment to $87 and
would revise the definition of a qualified renten commencing with taxable
years beginning on and after January 1, 1978.

Under existing law, payments of state funds are made to homeowners and
renters 62 years of age or older on the basis of a percentage (determined by
total household income) of property taxes paid by homeowners or the
statutory property tax equivalent presumed to be paid by renters.

This bill would extend such benefits to totally disabled persons, and
would revise the schedule of benefits payable to homeowners and renters.

Existing state law does not impose a tax on transfers of real property
but authorizes counties and cities to impose such taxes.

This bill would, with specified exceptions, impose a preference tax
of 5%, commencing January 1, 1978, the income derived from the transfer of
owner-occupied dwellings, and certain income from the sale of non-owner-
occupied dwellings as defined by the bill.

Existing law does not limit the amount of revenues collected by the
State of California.

This bill would set a state revenue limit which is increased annually
by the percentage increase in California Personal Income multiplied by a
revenue elasticity factor.

Under existing law, counties are reguired to pay a specified share of
the costs of the Supplementary Program for the aged, blind and disabled and
specified Medi-Cal programs.

This bill would alter counties' shares of such programs according to
a formula,
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The bill would also specify that there is no appropriation made by
this bill.

This bill would become operative only if Senate Constitutienat Amendf
ment Ner 6 of the 3077/728 Reguier Session is appreved by the veters and the
propesed oonstitutienal amendment known ae the UdarvigfGann Initiatiwvel
Proposition 8 on the ballot for the June 6, 1978 election is approved by
the voters and Proposition 13 on such ballot is rejected by the voters.

No. 1 - Amended February 16, 1978

An act to amend Section 27421 of the Government Code, to amend Sections
253.5, 2264, 2265, 2305, 2306, 2307, 2308, 2309, 2325, 2325.1, 11401, 11403,
17053.5, 47204y 17063.1, 17505, 20505, 20542, 20543, and 20544 of, to add
Sections 37, 253.6, 401.6, 40Ss2y 160%.5, 2187.5, 2231.1, 2261, 2263, 2268y 63794
3027245 17062.3, 17062.4, 17063.2, 18162.7, 20505.1, and 20505.2 to, to add
Article 10 (commencing with Section 2350) to Chapter 3 of Part 4 of Division 1
of, to add Division 3 (commencing with Section 50000) to, and to repeal
Sections 2261, 2262, 2263, 2263.1, 2263%.2, 2266, and 2267 of, the Revenue
and Taxation Code, and to amend Sections 42400 11008.4, 12400, and 14150
of the Welfare and Institutions Code, relating to taxation, and making an
appropriation therefor, and declaring the urgency thereof, to take effect
immediately.

Under existing law, all taxable property on the secured roll is sub-
ject to taxation at the same rate, while property on the unsecured roll is
subject to taxation at the rate applied to the secured roll for the prior fiscal
year, and the first $#7,000 of the full value of an owner-occupied dwelling
is exempted from taxation.

This bill would provide for the taxation of owner-occupied dwellings at
a different rate than other taxable property.

Existing law limits the maximum property tax rate which may be levied by
local agencies.

This bill would revise the method of computing maximum property tax rates
so that local agencies shall receive a specified amount of tax revenues, reduced
by certain reduced costs of specified social service programs.

Existing law authorizes a $#37 credit against taxes due under the
Personal Income Tax Law for qualified renters. If the amount of the credit
exceeds income tax liability, the excess is paid to the claimant.

This bill would change the amount of the credit or payment to 38?7 475,
commencing with taxable years beglnnlng on and after January 1, 1978.

Under ex.LDbJ.L.Lé law, l.)a._ymeﬂts of state funds are made to homem-vuers and
renters 62 years of age or older on the basis of a percentage (determined

by total household income) of vrovertv taves bnat i d homeownars +he
g ¢Clalr fNousenscil 1ncome, o1 l"“"u.b'"‘:"' bJ LAATD paliwu L).y nonmeowners or tTie

statutory property tax equivalent presumed to be paid by renters.
Thice hill wanld avien suc henefits to totally Aiacashlad noaranana and
——_ ke L B ) WA MA LA o LT A ral a1 v J ML IDCAN LT LJCL Lo CALiNA
would rev1se the schedul f
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benefits payable to homeowners and renters.
not imhcse a tex on transfers T 1 o)
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cities to impose such taxes.
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This bill would, with specified exceptions, impose a preference tax of
5%, commencing January 1, 1978, on the income derived from the transfer of
owner-occupied dwellings, and certain income from the sale of non-owner-
occupied dwellings, as defined by the bill.

Existing law does not limit the amount of revenues collected by the
State of California.

This bill would set a state revenue limit which is increased annually
by the percentage increase in California Personal Income multiplied by a
revenue elasticity factor.

Under existing law, counties are required to pay a specified share
of the costs of the Supplementary Program for the aged, blind and disabled
and specified Medi~Cal programs.

This bill would alter counties' shares of such programs according to
a formula.

The bill would also appropriate an unspecified amount to the Controller
for allocation and disbursement to local agencies for costs incurred by
them pursuant to this act, and would appropriate the sum of #5,000,000 to
the Controller for payments to local agencies for claims for additional
reimbursement for state-mandated costs approved by the State Board of
Control.

This bill would become operative only if Senate Censiituiionai Amend/S
ment Noe 6 of ithe 39727/28 Regular Sessien is appreved by the veoters and the
proposed senstitutional amendment kmown as the Udarvis/Gann Initiatiwvel
Proposition 8 on the ballot for the June 6, 1978, election is approved by
the voters and Proposition 13 on such ballot is rejected by the voters.

The bill would take effect immediately as an urgency statute, but
would specify various operative dates for its provisiouns.

No. 4 - Amended February 15, 1978 (First Extraordinary Session)

An act to amend Section 16113 of, to add Section 29100.5 to, and to
repeal Section 29100.5 of, the Government Code, to amend Sestisrn 2220
Sections 2229, 23151, 23186, and 23501 of, and to amend, add, and repeal
Section 219 of, the Revenue and Taxation Code, relating to taxation, and
making an appropriation therefor.

Existing law exempts from property taxation 50% of the assessed value
of business inventories.

This bill would exempt business inventories from taxation, in specified
increments, until 100% of the assessed value of business inventories is
exempted from taxation for the 1983-1984 fiscal year and fiscal years
thereafter.

Under existing law, local agencies are reimbursed by the state for
property tax losses due to the business inventory exemption. An amount
sufficient to make such reimbursements is continuously appropriated from
the General Fund to the Controller for such purpose. The Controller is
mandated to reimburse local agencies pursuant to claims for such revenue
losses which are submitted by each county auditor.

This bill would limit the amount of tax revenue losses each county
may claim to an amount not to exceed twice the amount of tax revenue losses
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This bill would revise the method of computing maximum property tax
rates so that local agencies shall receive a specified amount of tax revenues.
The existing Homeowners and Renters Property Tax Assistance Law provides

£ ne
_ pe
a system whereby persons 62 years of age or older are pald state funds
according to a schedule b d hei bQ i

1mcome of $2O OOO or less, as adj usted by an inflation adgustment factor.
This bill would extend such benefits, excluding postponement of property
taxes, to totally disabled persons, and would revise the schedule of benefits

ThlS blll would also provide for property tax assistance payments to
any qualified homeowner regardless of age based on 65% of the differential
between the property taxes paid for the 1974-1975 fiscal year and the fiscal
vear for which assistance is claimed. Such assistance would be limited to
$34000+ $1,500. The program would apply to claims for assistance for the
1978-1979 fiscal year and fiscal years thereafter.

Existing personal income tax law grants to qualified renters a
refundable credit of $#37 against income tax liability.

This bill would increase the amount of such credit to §74 $87 for
taxable years beginning after December 31, 1977.

Existing law does not limit the amount of revenues collected by the
State of California.

This bill would set a state revenue limit which is increased annually
by the percentage increase in California personal income and would provide
for any excess revenues to be allocated for specified purposes.
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The bill would specify that it does not mandate any costs to local
agencies or school districts as a result of its provisions.

The local revenue limit provisions would only become operative if
Senate Constitutional Amendment No. 6 of the 1977-78 Regular Session is
approved by the voters.

This bill would be repealed on June 7, 1978, unless the proposed
constitutional amendment know as the "Jarvis-Gann Initiative'" is rejected
by the voters.

No. 11 - Amended February 14, 1978 (First Extraordinary Session)

An act to add Section 27421 to, and to repeal Section 27421 of, the
Government Code, and to amend Section 248 and 2274 218, 2271, and 17053.5
of, to add Sections 2266 and 2268 to, and to repeal Section 2266 of, the
Revenue and Taxation Code, relating to property taxation, and making an
appropriation therefor.

1. Under existing law, county assessors assessing property for other
local taxing jurisdictiomns, are required, upon request, except for school
districts, to furnish not later than May 15th of each year an estimate of
the assessed value of property within any such jurisdiction for the succeeding
fiscal year.

This bill would prohibit county assessors from furnishing such estimates
prior to the delivery of the local roll to the auditors, and expresses the
legislative intent that each local taxing jurisdiction adopt its budget
without regard to the estimated change in the size of the jurisdiction's
total assessed valuation.

2. Under existing law, the homeowners' property tax exemption is in
the amount of $1,750 of the assessed value of gualified dwellings. State
funds are continuously appropriated to compensate local government for property
tax revenues lost by reason of such exemption.

This bill would increase such exemption, commencing with the 1978-1979
fiscal year, to $44+000 $12,000 of the full value (§3+500 $3,000 of assessed
value) of qualified dwellings, as adjusted by an appreciation factor and a
residence factor, as defined. This would also have the effect of increasing
the existing continuous appropriation.

3, Under existing law, procedures are established to control local
agencies when computing their maximum tax rates.

This bill would revise such procedures.

L, Under existing Personal Income Tax Law, a credit in the amount of
$37 is granted to qualified renters, which may be applied against income tax
liability. In the event that the amount of such credit exceeds a qualified
renter's income tax liability, the excess is paid to him.

This bill would increase such credit to $63 for taxable years beginning
after December 31, 1977, and would provide for the adjustment of such credit
for taxable years beginning after December 31, 1978, by the statewide average
homeowners' property tax exemption factor, as defined.

be5. This bill would also provide that, if the required percentage
change of payment by a county to the state for the state supplementary program
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for the aged, blind and disabled and Medi-Cal exceed the percentage change of
county property tax revenue, the county shall pay to the state only that
amount paid in the prior fiscal year adjusted by the percentage change of
property tax revenue.

No. 221 - Amended February 9, 1978

An act to amend Section 15606 of the Govermnment Code, and to amend
Section 1611.5 of the Revenue and Taxation Code, relating to taxation.

Existing law requires the State Board of Equalization to prescribe rules
and regulations to govern local boards of equalization when equalizing the
assessment and taxation of property.

This bill would specify that the State Board of Equalization shall
prescribe uniform procedures for the consideration and adoption of written
findings of fact by local boards of equalization.

Existing law permits the county, under specified circumstances, to
impose a reasonable fee to prepare findings and conclusions by the county
board of equalization at the conclusion of a hearing, such fee not to exceed
$10 per parcel.

This bill would provide that the applicable fee shall not exceed $10
per parcel or a total of $50 for findings on contiquous parcels or assess-
ments on the unsesured roll involving similar preperiy and the same issues .
and owners.

No. 1274 - Amended February 15, 1978

An act to add Section 2287.5 to the Revenue and Taxation Code, relating
to taxation, and declaring the urgency thereof, to take effect immediately.

Existing law provides a procedure by which the voters of a local agency
may establish a maximum property tax rate for such agency by a tax rate limit
election.

This bill would establish a procedure to permit a local agency which
is formed without an election to obtain consents from all of the gualified
voters of the local agency to approve a maximum tax rate.

The bill would take effect immediately as an urgency statute.

SENATE CONSTITUTIONAL AMENDMENT

No. 1 - Amended February 14, 1978 (First Extraordinary Session)

A resolution to propose to the people of the State of California an
amendment to the Constitution of the state, by adding Article XIIIA thereto,
relating to taxation.

The State Constitution does not presently limit the rate of property
taxes that may be levied by local agencies.

This bill would limit the rate of property taxes local agencies in
California may impose en ewnev/eccupied dwellings and weuid esiablish a
separate meximMum rate for preperiy iaxes on ether sypes of taxable property.

Sincerely, ép ?
Jack F. Eisenlauer, Chief
Assessment Standards Division



